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Current Trends 


The Federal Home Loan Bank Board reports that mortgage interest rates on new 
homes moved upward in May... while interest rates on existing homes decreased. The 
average effective interest rate on conventional new homes was 8.98 percent... compared to 
8.92 percent in April and 8.96 percent in May 1975. On existing homes. . . the rate decreased 
for the sixth consecutive month to 9.03 percent...down from April’s 9.05 percent which 
had prevailed during much of the past 2 years. The Bank Board also reported that the 
average purchase price of new homes in May dropped to $46,300 from the record level of 
$48,500 in April. The average price for existing homes was $40,200... unchanged from 
April. 


“Employment in U.S. architectural firms is down some 20 percent compared to 1974 
figures,” said Louis de Mill, president of the American Institute of Architects at the opening 
of the AJA convention. The June 1974 figures showed that employment of AJA members 
was down 10 percent from the previous year. A quarterly employment survey of members 
has been taken since December 1973. 


At the end of the first quarter... the Dodge Building Cos: Index... prepared by 
McGraw-Hill. .. showed a U.S. average increase of 8.5 percent over March 31, 1975. The rise 
was greatest in the West...11.1 percent in the Pacific Coast and Rocky Mountain 
States...and smallest in New England...5.3 percent. It was 6.3 percent in the New 
York-New Jersey area... and 6.6 percent in the South. Also covered in the Dodge report was 
the trend of construction costs for the last 35 years. Since early 1941... just before the U.S. 
entered World War Il. .. construction costs have risen 470 percent. Basic hourly wages are 
now 5 times what they were in 1941...and material prices nearly 3 times those of the 
pre-War period. 


The Manufactured Housing Institute reported mobile home shipments in May totaled 
261,000 units... 10 percent higher than April. ..and 17 percent above May 1975. 


Yields declined as FNMA issued $169.1 million in 4-month commitments to purchase 
both Government-backed and conventionally financed home mortgages in its mid-June 
auction. FNMA issued $98.8 million in Government-backed mortgages at an average yield ot 
9.136 percent. The average in the previous auction was 9.201. In the conventional 
auction. .. $70.3 million in 4-month commitments was issued at an average yield of 
9.304... down from 9.309 percent on June 1. 


* 
FYI 


American Association of Cost Engineers... 4th Annual International Cost Engineers 
Symposium. .. Boston, July 18-21. Details: A.D. Furia, United Engineers & Constructors, 
Inc., 100 Summer Street, Boston, Mass. 02110. 


New York Management Center. .. Seminar on Project Management. .. Boston, August 
9-11. Details: Heidi E. Kaplan, New York Management Center, Department 14NR, 360 
Lexington Ave., New York, New York 10017. 





Landmark Zoning Decision 


In Eastlake v Forest City Enterprises (No. 74-1563) the Supreme Court... in a 6-3 
decision... ruled that the voters of a community may...in a referendum... overturn a 
decision made by their elected representatives. The Chief Justice wrote the decision. .. which 
held “Under our Constitution... all power derives from the people, who can delegate it to 
representative instruments which they create. In establishing legislative bodies, the people can 
reserve to themselves power to deal directly with matters which might otherwise be assigned 
to the legislature.” 


In this case. . . the issue was a provision in the Ohio State Constitution which reserved 
to the voters in a community the right to overturn by referendum proposed zoning changes. 
A 55 percent vote is required. The decision dealt with the rights of property owners affected 
by proposed zoning changes and who claimed denial of due process when the voters vetoed a 
decision of a board which had zoning powers delegated to it. 

The case did not address zoning vetoes based on racial prejudice...and the Chief 
Justice pointed out that “if the voters’ decision is arbitrary and capricious. .. bearing no 
relation to the police power... it might be overturned.” 


* 
‘Redlining’ Meeting to be Held 


A public fact-finding meeting to gather information concerning ‘redlining’ and 
‘disinvestment’ practices and their relationship to discrimination in residential mortgage loans 
will be held by HUD in Philadelphia, Pa., July 14-16. 


‘Redlining’ is the practice of refusing loans on properties in certain designated 
neighborhoods while ‘disinvestment’ is commonly defined as any activity or practice engaged 
in by a financial institution which diverts its funds to areas outside the community which it 
originally served. 


James H. Blair, HUD Assistant Secretary for Fair Housing and Equal Opportunity, 
said the purpose of the meeting will be to examine ‘redlining’ and ‘disinvestment’ practices in 
relationship to Title VIII of the 1968 Civil Rights Act, the Federal Fair Housing Law. 


Public presentation of oral statements will be allowed to the extent that time permits. 
Interested persons and organizations may file written statements. . . either during or after the 
meeting. .. with the HUD Office of Fair Housing and Equal Opportunity. 


For further information concerning the meeting ,contact: Office of Fair Housing and 
Equal Opportunity, HUD, Room 5100, Washington, D.C. 20410. 


* 


Gautreaux Agreement Reached 


On April 20... the Supreme Court ruled in Hills vs. Gautreaux et al that this case 
should be returned to the U.S. District Court for further proceedings. In the meantime 
... attorneys for HUD and for the plaintiffs have reached an understanding as to preliminary 
steps of an exploratory nature to be taken over the next 12 months. 


It is hoped this would enable the Court and the parties to consider metropolitan-wide 
relief at a future time on a more informed basis. Meanwhile. ..they said... pending 
implementation of the preliminary steps, no metropolitan-wide relief order would be sought 
in the case. The preliminary steps... which included a metropolitan-wide demonstration 
program for approximately 400 plaintiff-class families under HUD’s Section 8 Existing 
Housing Program and the exploration of other possibilities for housing members of the 
plaintiff-class. .. were contained in a letter between the Attorneys. The letter was submitted 
to U.S. Magistrate Jurco, who is sitting as a special Master in the case. 


A copy of the Letter of Agreement is available from HUD’s Office of Public Affairs, 
Room 10132, Washington, D.C. 20410 (202/755-5284). 





Environmental Review Procedures Published 


Major changes in HUD environmental review procedures to improve the efficiency of 
the process and to cover new programs were published in the Federal Register on June 11. 


The changes to the basic regulations which are contained in HUD Handbook 
1390.1... include all HUD Assistance Programs except those covered under separate regula- 
tions for Community Development Block Grants. Some of the changes will: 


e Permit, in a development of more than 500 units, the developer to start 
construction, under certain conditions, of the first segment of up to 200 units while his 
Environmental Impact Statement (EIS) is being prepared; 


e@ Remove mandatory EJS requirements for program actions where projects already 
have been completed, and the HUD action is solely for the purpose of subsidizing interest 
rates; 


e Include environmental assessment requirements for buying and refinancing existing 
multifamily structures under Section 223(f) of the National Housing Act; 


e Provide consistency among Housing Management, Housing Production, and Mort- 
gage Credit Programs; 


e Provide a procedure for environmental review of changes in ongoing New Commuz- 
nity projects. 


The amendments are expected to provide better and quicker implementation of the 
National Environmental Policv Act (NEPA). 


The amendments do not substantially change the basic environmental review process. 


* 
Productivity Program Announced 


Eight Public Housing Agencies; PHAs) have been selected to participate in a $2.4 
million federally-funded experiment aimed ai improving staff productivity in Public Housing 
projects. HUD Assistant Secretary James L. Young said the selected PHAs will carry out a 
demonstration program designed to improve housing operations by offering bonuses to 
workers whose performance is above average. 


The program is supported largely under HUD’s Target Projects Program (TPP). TPP 
supplies funds to Local Housing Authorities to improve the physical condition and livability 
of selected Public Housing projects. 


The new program is believed to have the potential for substantial cost savings far 
more than its initial start-up costs...and may offer more efficient and effective services to 
Public Housing residents and incentives to the workers without increasing the PHAs’ 
operating expenses. 


Altogether... the eight PHAs will receive a total of $2 million in 7PP funds. The 
remaining $400,000 will come from HUD’s Modernization Program, which helps PHAs 
rehabilitate projects. 

Results of the demonstration will be available to other PHAs for their information 
and possible use. 


The PHAs selected and the dwelling units involved are: Denver, 4,653; Savannah , 
2.274; Minneapolis, 6,844; St. Louis, 6,722; Newark, 12,692; Albany, 2,314; Portland, Ore., 
2,089; and Newport News, Va., 1,702. 





Model State Mortgage Bill Approved 


A Model State Mortgage Guaranty Insurance Bill has been approved by the National 
Association of Insurance Commissioners. This is seen as a major development in the evolution 
of the private mortgage insurance industry. 


Approximately 17 States have enacted mortgage guaranty insurance laws and regula- 
tions since Wisconsin pioneered in the movement in 1957. Although the other States have 
permitted mortgage insurance through regulations under casualty and property insurance 
laws... approval of the Model Law will encourage other States to enact separate Mortgage 
Guaranty Insurance Laws. 


The action of the National Association of Insurance Commissioners at its annual 
meeting in New Orleans followed several years’ work by the NAIJC’s task force on mortgage 
guaranty insurance in the development of the model law. Assisting the NAIC task force was 
an advisory committee consisting of representatives of member companies of the Mortgage 
Insurance Companies of America. 


* 


Fed Issues ‘Redlining’ Rules 


The Federal Reserve Board has issued regulations implementing the requirements of 
the Home Mortgage Disclosure Act of 1976. The new law is aimed at eliminating the practice 
of ‘redlining’ or designating certain areas. .. usually in central cities... where home mortgage 
loans have customarily been refused. Effective September 30... nearly 8,500 of the banks in 
metropolitan areas that are members of the Federal Reserve Svstem... will be required to 
report by census tract or zip code. ..the residential mortgage loans made in the previous 
fiscal year... along with the location of properties covered by mortgages purchased by the 
bank from other lenders during the period involved. 


The disclosure must further show the types of housing. .. single-family or multi- 
family. ..and whether the mortgage was for purchase or home improvements. The informa- 
tion must be made available to the public no more than 90 days following the end of 
an institution’s fiscal year. 
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